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FEDERAL COl\lfl\fUNICATIONS COMlVIISSION
Washington, D.C. 20554
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Adopted: January 11,2000
Released: January 12,2000

Ms. Janette Luehring
ChiefofTelecommunications
Kansas Corporation Commission
1500 S.W. Arrowhead Road
Topeka, KS 66604

Dear Ms. Luehring:

This letter responds to your request for guidance on interpreting certain conditions in
the SBCIAmeritech l\1erger Order. 1 In your letter of January 3, 2000, you requested
clarification ofthe ~Jerger Conditions a,s they relate to the interconnection agreement
behveen an SBC/Ameritech incumbent local exchange carrier ("LEe') and its advanced
services affiliate. Specifically, you ask whether the "Surrogate Line Sharing Charges" that
the incumbent LEe charges its affiliate may be posted on an Internet site instead ofcontained
within the interconnection agreement. In addition, you asked whether infonnation about the
line sharing arrangement between the two companies must be contained in the
interconnection agreement.

The SBCIAmeritech }(Jerger Order requires SBC/Ameritech incumbent LEes and
their advanced services affiliates to negotiate, and file for approval with the appropriate state
commissions, interconnection agreements that set forth the "terms, conditions, and prices for
the provision of interconnection, teleconununications services, and network elements that the
affiliated incumbent LEe shall provide to the separate Advanced Services affiliate for the
purposes ofthe separate affiliate's provision of Advanced Services."z In addition, such
interconnection agreements "shall be sufficiently detailed to pennit telecommwrications
carriers to exercise effectively their 'pick-and-choose' rights under 47 U.S.c. § 252(i) and the
Corrunission's rules implementing that section.,,3

1 Applications of Amerirech Corp., Transferor, and SBC Communications, Inc., Transferee, For Consent to
Transfer Control of Corporations Holding Conllnission Licenses and Lines Pursuant to Sections 214 and 31 D(d)
of the Communications Act and Parts 5, 22, 2~25, 63, 90, 95, and 101 of the Commission's Rules, CC Docket
98-141, k!emorandum Opinion and Order, FC-C 99-279 (rei. Oct. 8, 1999) ("SBClAmerilech .~ferger Order").
2 SBClAmeritech Merger Order at Appendix C, para. 5(a).
3 [d.
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The SBCIAmeritech /l;ferger Order further allows SBC/Ameritech incumbent LEes to
provide "Interim Line Sharing" to their separate advanced services affiliates subject to certain
provisions.4 With respect to Surrogate Line Sharing Charges, the J'derger Conditions state:
"The SBC/Ameritech incumbent LEe shall establish and make available through
interconnection agreements with the separate Advanced Services affiliate ... surrogate
charges for the costs incurred in making available an unbundled local loop capable of
providing Advanced Services ... in c9mbination with voice grade services [i.e., 'Surrogate
Line Sharing Charges']."s

In accordance with the Merger Conditions.3 the interconnection agreement between
SBC/Ameritech incumbent LEes and their advanced services affiliate must contain
infonnation about the Interim line Sharing arrangement, even though SBC/Ameritech
inctUnbent LEes may provide such arrangements to their affiliates on an exclusive basis for
the interim period. Despite inclusion ofinfonnation about Interim Line Sharing
arrangements in the relevant interconnection agreements, we recognize that competing
carriers will not be able to opt into such arrangements because of operational and technical
issues discussed more fully in the Commission's Advanced Services Third Repon and
Order.6 Still, inclusion of infonnation about the Interim Line Sharing arrangements is
necessary to show that the affiliates operate at arm's length, and to inform the Commission,
state commissions, and the public about important operational aspects of the relationship.
Moreover, inclusion of the Interim Line Sharing arrangements is necessary to satisfy the
"sufficiently detailed" requirement for interconnection agreements between SBC/Ameritech
incumbent LECs and their advanced se1"Vices affiliates.

The plain language ofthe lvlergJ!! Conditions requires the Surrogate Line Sharing
Charges to be contained within the interconnection agreement :filed with the appropriate state

~ Jd. at Appendix C, para. 8. The Merger Order permits SBC/Ameritech to provide line sharing to its
advanced services affiliate on an exclusive basis untll SBCII\meritech provides line sharing to unaffiliated
carriers in the same geographic area. The Merge.r Order refers to this as "interim line sharing." See id. at
paras. 369-70.

5 [d. at Appendix C, para. 8(b). Calculation of the Surrogate Line Sharing Charge is set forth in the Merger
Condltions.
6 Consistent with the Comnnssion's rules, an incumbent LEe's pick-and-choose obligations do not apply
when: (1) the cost of providing the target service or element is greater than the costs negotiated in the anginal
interconnection agreement; and (2) techmcal Infeaslbility prevents such an arrangement. 47 C.F.R. §
51.309(b). The Commission recently found tha.!. certain operational and technical barriers temporarily prevent
incumbent LECs from munediately providing li!te sharing to competIng carriers. See Deployment of Wireline
Services Offering Advanced Telecommunications Capability, Third Report and Order in CC Docket No. 98·
/47, FCC 99-355, para. 161 (reI. Dec. 9, 1999) (establishing requirement to implement line sharing within six
months after addressing technical and operational issues) ("Advanced Services Third Report and Order").
Once the techniC:3-! and operational barriers are resolved, competIng carriers will be able to pick-and-choose
from avaIlable line sharing arrangements. The Order was published in the Federal Register on January 10,
2000. See Uf., 65 Fed. Reg. 1331 (Jan. 10, 2006).
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cOnlInISslOns. Failure to include the Surrogate Line Sharing Charges in the interconnection
agreement would be inconsistent with the text of the Merger Conditions and could impair the
ability of unaffiliated third parties to exercise their rights under the SBC/Ameritech Merger
Order and the Commission's rules.

Please do not hesitate to contact me if I can be of further assistance. You may also
contact Anthony Dale in the Common Carrier Bureau directly at (202) 418-2260 for further
information on this matter.

Sincerely,

Lawrence E. Strickling
Chief, Common Carrier Bureau
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DOCKET NO. 21939

PUBLIC UTILITY COMMISSION

OF TEXAS

-- -

INTERCONNECTION AGREEMENT §
BETWEEN SBC ADVANCED §
SOLUTIONS, INC. AND §
SOUTHWESTERN BELL TELEPHONE §
COMPANY AS APPROVED ON §
OCTOBER 13, 1999 IN PROJECT §
NO. 16251, ORDER NO. 55, APPROVING §
THE TEXAS 271 AGREEMENT (T2A) §

SOUTHWESTERN BELL TELEPHONE COMPANY'S RESPONSE
TO DSL CLECS' MOTION

TO THE HONORABLE COMMISSIONERS and ADMINISTRATIVE LAW JUDGE VILANO:

Comes Now, Southwestern Bell Telephone Company ("SWBT') and files this

response to the Motion of Rhythms, NorthPoint and Covad (collectively, the "DSL CLECs"),

consistent with PUC Proc. R. § 22.78. SWBT received the Motion of the DSL CLECs on

January 18, 2000. 1

The Motion of the DSL CLECs is based on a premise that ignores the review and

resolution by the Federal Communications Commission ("FCC")2 of the very issues raised

in the Motion. The FCC has created a process to establish how line sharing can be

accomplished; that process should be allowed to continue. As a result, the Motion should

be denied.

1 SWBT normally does not respond to issues related to whether a particular CLEC's negotiated
interconnection agreement is appropriate. However, because the instant Motion raised questions as to
whether SWBT has or will meet its obligations under the Federal Telecommunications Act (the "Act"), a
response is warranted.

2 Ameritech Corp., Transferor, and sac Communications Inc., Transferee, For Consent to Transfer Control
of Corporations; Memorandum Opinion And Order; Adopted: October 6.1999. Released: October 8,1999,
CC Docket No. 98-141 ("Merger Order") and In the Matters of Deployment of Wireline SeNices Offering
Advanced Telecommunication Capability and Implementation of the Local Competition Provisions of the
Telecommunications Act of 1996; Third Report and Order in CC Docket No. 98-147; Fourth Report and Order
in CC Docket No. 96-98, Adopted: November 18, 1999, Released: December 9. 1999 ('Line Sharing Order').
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The DSL CLECs point to the exclusive arrangement through which SSC

Communications Inc. affiliates can share lines in the provision of voice and ADSL

services.3 There is an exclusive arrangement at this time, but it is interim. The FCC has

fully addressed the situation, and has done so after hearing the concerns of the DSL

CLECs.4 Indeed, the DSL CLECs' own Motion quotes the FCC's approval of this exclusive
.- -

arrangement: "SBC/Ameritech incumbent LECs may provide such arrangements to their

affiliates on an exclusive basis for the interim period...." (emphasis added).5 Thus, for an

interim period, exclusive arrangements between SWBT and its affiliates are permitted. For

a full explanation of the issue, see attached Letter from Charles E. Foster to David H.

Solomon, Chief of the FCC's Enforcement Bureau (Attachment A). This letter was in

response to the issues raised by the FCC's Common Carrier Bureau letter to the Kansas

Commission, which were subsequently raised by the Enforcement Bureau.

During this interim period, the FCC requires a 50 percent "surrogate line sharing

discounf' be available to CLECs, among other things. SWBT currently makes this discount

available to the DSL CLECs. The FCC has also addressed how line sharing will be

accomplished on a permanent basis and ordered that the details surrounding how to

institute line sharing

3 At this time, ADSL is the only DSL technology for which line sharing is useful.

4 See Line Sharing Order, Appendix A-2, listing Covad, NorthPoint and Rhythms as commenting parties. See
also, letter to SusinessWeek from Elizabeth A. Fetter, President of NorthPoint, applauding the Merger Order
for its pro-competitive impact on the DSL marketplace, attached as Attachment S, as well as footnote 687 of
the Merger Order, citing Comments of the Association for Local Telecommunications Services ("ALTS"),
observing that surrogate charge for line sharing is an adequate substitute for line sharing until line sharing
is instituted.

5 DSL CLECs' Motion, at page 8, citing a FCC Letter to the Kansas Corporation Commission.
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be negotiated within the next few months.6 SWBT is currently engaged in these

negotiations. To facilitate this process, SWST and its incumbent local exchange affiliates

are hosting a forum for CLECs on January 25,2000, in California, to address how carriers

can participate in a line sharing trial.

In the meantime, the FCC permits SWBT and its data affiliate, SSC Advanced

- -
Solutions Inc. ("ASI"), to share lines between SWBT's voice services and ASl's DSL

services. Once the details of line sharing have been negotiated, ASI and all DSL CLECs

will have the same line sharing terms and conditions available to them on a

nondiscriminatory basis. 7 Under the Une Sharing Order, SWBT must make available such

line sharing within 180 days of December 9, 1999, the release date of the Line Sharing

Order.

With regard to compensation, SWBT is paid by ASI for the use of SWBT's line at a

rate that is no less than what non-affiliated CLECs pay (i.e., equivalent to the "surrogate"

discount), consistent with paragraph 370 of the Merger Order. Further, these payments

are recorded as required by the FCC's cost allocation requirements, consistent with

Section 272(b)(5) of the Act.8

From the FCC's orders, it is clear that the interim exclusivity is addressed by the

surrogate discount available to CLEGs. That is, the FCC recognized the disparity,

recognized the complexities of sharing lines among non-affiliated companies, and

established a process by which the DSL CLEGs would gain an immediate financial benefit

6 See Line Sharing Order at para. 13, footnote 19. explaining that six months are needed to adopt the ILEes
back office systems to the two-carrier line sharing requirements established by the FCC.

7 Merger Order, paras. 369. 460, 476, and Appendix C, Conditions, para. 3d.

a Merger Order, para 466 and footnote 857.
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prior to the permanent resolution of line sharing issues.

To accommodate any remaining policy concerns, SWBT and ASI will supplement

their interconnection agreement to include terms relating to the "surrogate" line sharing

arrangement currently available to the DSL CLECs, along with a description of the interim

arrangement available to ASI. However, all the information related to these arrangements
...- -

is already publicly available via Internet posting, consistent with the requirements of

Section 272 of the Act. 9

For these reasons, there is no legal or policy basis for the DSL CLECs' Motion.

Certainly, there is absolutely no basis for a finding that SWBT has acted inappropriately

under any circumstance. Indeed, SWBT's actions have been consistent with the

interconnection agreement approval process established by the Commission and with

relevant FCC Orders. SWBT respectfully suggests that the Commission deny the DSL

CLECs' motion in all respects.

9 See http://www.sbc.comJPublicAffairs/PublicPolicy/Regulatory/AdvSoI-Telephone.html.
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Respectfully Submitted,

ANN E. MEULEMAN
General Counsel-Austin

r /}

~
//C'·,/

Izd~~~____
nmoJhy,9 Leahy ~
Senior Counsel
Bar Card No. 24003748

Thomas J. Ballo
David F. Brown
Gary L. Buckwalter
Karen L. Clark
Thomas J. Horn
Cynthia F. Malone
Mary W. Marks
J. David Tate
Jose F. Varela
Garry S. Wann

SOUTHWESTERN BELL
TELEPHONE COMPANY
Legal Department
1616 Guadalupe, Room 600
Austin, Texas 78701
Tel: (512) 870-5717
Fax: (512) 870-3420

CERTIFICATE OF SERVICE

I, Timothy P. Leahy, Senior Counsel, for Southwestern Bell Telephone
Company, certify that a copy of this document was served on all parties of record in this
proceeding on the 25th day of January, 2000 in the following manner:

By hand delivery, facsimile and/or by U.S. Mail. /7

~r¥~. /ltJ.~~-/~
!t~ .
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~l!(: c<... a<ls l":',

175 E. HllUSU!1l Stnr!
Sail AntOnio. Teus 18205
Phone 210 ~Sl·5100

January 20. 2000

M:. David H. Solomon
Chief
Enforce:n:nt Bureau
Federal Communications Commission
445 12th Street, S W.: Room No. 8C757
Washington, D.C. 20554

Dear Mr. Solomon:

This will respond to your leuer ofJanuary 13,2000, regarding the interconnection
agreemenr between Southwestern Bell Telephone Company ("SWBT') and SBC Advanced
Services Inc. ("ASr') in Kansas.

You raisc two issues: (1) whether ~o-called "Interim Line Sharing" between SWBT and
ASI mus: be included in the companies' intcl"conn~ctior. agreement. and (2) whether the
disceunted "Surrogate Line Sharing" arrangement that SWBT offers to unaffiliated providers of
advanced services - but not to ASI - must be included in ASI's interconnection agreement. As
the attached iegal memon:ndurn explains. the language and logic ofthe SBCIAmeritcch mer~er

conditions c5:::blish that the answer 10 both questions is '·No."

SHe :maches paramount importance :0 complying with the merger conditions. Here.
CLEes and rCG~l!ators are receiving every benefit contempiated by those conditl0ns. CLEes
have been offered Surrogate Line Sharing at the prescribed 50-percent discount; ASr is
eontruccu<llly obligated [0 pay me same amount for its Intenm Lme Sharing under written
agreements: and CLEes and regulators can review Interim Line Sharing transactions between
ASl and SWRT through pUblicly posted documentation. Far from beir:g a potential violation of
the merger conditions. this is a case where SBC is living up to both the letter and the spirit of the
conditions.

r trust that the accompanying discussion of the legClI and factual basis for the ASIISWBT
agrcem¢nls in K:msClS \\Iili resolve your ~nforcement concerns. Moreover, as the attached paper
~xplains. SBC had committed prior to receiving your letter to steps that resolve the Staffs policy
,nter~:)t 111 additional disclosure through interconneCllOn agreements. Specifically, SBC will add
detail rc;arding the Surrogate Lme Sharing Charges and Interim Line Sharing to approved
ASIiS\VB:- interconnection agreements.

Should you have any r~maining questions about this matter, r look forward to answering

Sincer



I~CLt:SION OF TERMS GOVERN'[NG INTERIM LINE SHARING Al'"D
SURROGATE LINE SHARING Ll\: AFFILIATE AGREEMENTS

UNDER THE SBC/AMERITECH MERGER CONDmO~S

In a letter dated January 13.2000, the Chief of the FCC's E11forcement Burea.u suggested
that SBC may have violated the SBC/Amentech Merger Conditions l by failing to inciude renns
and conditions relating ro "Interim Line Sharing" and "Surrogate Line Sharing" in the
interconnection agreement between Southwestern Bell Telephone Com~ C"SWBT'') and
SBCs separate advanced services affiliate in Kansas. l The January 13 Lener was triggered by a
lener from the Chief of the Common Carrier Bureau, which provided a similar interpre:ation of
the ~erger Conditions to the Kansas Corporation Commission (UKee") staff) This paper
demonstrdtes that the interpretation of the Merger Condltions offered in both letters is
unsupported by the language of the Merger Conditions. and refuted by the logic of those
Condi tions.

~othing in the Merger Conditions requires that Interim Line Sharing arrangements be
me!uded in interconnection agreements. as opposed to other affiliate agreements. Including
lmeri:n Line Sharing in interconnection agreements would actUally render Interim Line Sharing
unworkable. As defined by the Merger Conditions, Interim Line Sharing is an exclusive
arrangement available only Ie SBC's advanced services affiliate. But CLEes would argue that
Interim Line Sharing could not be exclusive if it were included in a state-approved
intercon..'1ection agreement. because the terms and condllions of such agreements must be made
available on a nondiscriminatory basis. Contrary to the January 13 Letter, moreover, there is no
issue of"withh[o]ld[in£] information" from CLEes. Even though Interim Line Sharing is not
incbcied in the Kansas interconnection agreement. Interim Line Sharing is provided pursuant to a
writ[~n affiliate agreement that is publicl)' disclosed.

The discounted "Surrogate Line Sharing" arrangement that SWBT offers to unaffiliated
providers of advanced serVIces is not provided [0 SBC's advanced services affiliate. As the
name suggests. this benefit for CLECs 15 a "surrogate" for the afiiliate's exclusive Interim Line
Sharing. SWBT has directly alerted CLEes to the availability ofSurrogate Line Sharing.
Additionally. thc Merger Conditions regarding Surrogate Line Sharing, including calculation of
Surrogate Line Sharing Charges, have in fact been incorporated by reference into the
intercorJIectlon agreement between SWBT and its advanced servIces affiliate for the benefit of
m'..~rcsled advanced services prOVIders, The Kansas interconnection agreement thus ensures that

I Seq r-.: ~mor,mdum Optnion and Order. AppllCQUOI1S 01Ameriltch Corp.. Tranrferor, and SBC Commllnicollons
inc. TriJflS!r!reC, for Consenl 10 Transfer Comrul, CC Docket :"la. 98-l41, FCC 99-279 (reI. Oct 8, 1999) ("Merger
Order'·): rd. AppendiX C (MMel"',:er CondItions").

; See Letter Irom D;!.vid H. Solomon, FCC, co Charl~s i=oster, SSC, lan. 13, 1999 ("January 13 Lener").

, Lcncr from Lawrence E. Strickling, FCC, to Jan,me Luehring. KCC, DA 00-52 (reI. J.an. 12.2000) ("Strickling
L::tcr")



unaffiliated advanced services providers will pay no more to use a loop than $WBrs o\\'n
advanced services affiliate pays to share a loop.

It must be emphasized that CLECs in Kansas (and other states) are receiving all of thc
rights and benefits the Merger Conditions require SBC to provide. CLECs have been offered
amendments to their interconnection agreements to implement the 50 percent Surrogate Lirlc
Sharing discOUIlt. This gives them the same rate SBC's advanced services affiliate (SBC
Advanced Services Inc., or '"ASI") ....ill pay for Interim Line Sharing. Consistent with t..1.e Merge: .
Conditions, the Interim Line Sharing a.rrangement and payments are publicly disclosed in an
affiliate agreement between ASI and SWBT. :

:-':otwithstanding SBC's compliance v.rith the Merger Conditions, however, SBC last week
agreed to include in ASI's approved interconnection agreements the amount ofthe Surrogate
Line Sharing Charges and detail regarding Interim Line Sharing. SBC made this accommodation
in response to the policy views of the FCC staff, prior to receiving the January 13 Lener. This
step by SBC should put to rest any policy issues surrounding the curreot Kansas agreement. As
explained below, there are no legitimate legal issues.

1. Terms and Conditions for ASPs Interim Line Sharing

Nothing in the languag.e of the Merger Conditions requires that ASI and SWBT include
Interin: Line Sharing in their interconnection agreement. Doing so would be directly inconsisten:
with the exclusive narure of this arrangement. And it would serve no purpose, because Interim
Line Sharing is already fully disclosed througr. the Merger Conditions themselves and an affiliate
agreement that is posted on the Internet.

Section r of the Merger Conditions provides for establishment of separate advanced
scrvices affiliates in SBC's in-region states. Paragraph 3 of this section sets out the general rule
tha. th:= separate advanced services affiliutes will operate in accordance with most ofthe rules
applicable to separate long distance affiliates under 47 U.S.C. § 272, except where the Merger
Condl tlons otherwlse provide. One speciric exception to section 272' 5 rules is Interim Line
Sharing. Interim Line Sharing involves SBC's provision of the incumbent LEC's voice-grade
service and the separate affiliate's ADSL service over the same access line, priorto the time that
SBC's incumbent LECs offer similar line-sharing capability to unaffiliated advanced services
providers. Interim Line sharing is nor required to be made available on an equal basis to all
advaneed services providers; to the contrary, the Merger Conditions expressly defme Interim
Lme Sharing as a transitional arrangement that is permissible "on an exclusive basis," "until line
sharing is provided to unaffiliated prOVIders of Advanced Services within the same geographic
art~a." Merger Conditions ~ 3d; see Mergcr Order ~1369. 460,476.

Because Interim Line Sharing is, in the Commission·s words, a "discriminatory"
arrang.emem between the SBC incumbent LECs and SBC's separate advanced services affiliates.
.\1erger Order 11476, this arrangement is properly not included in the state-approved
interconnection agreements between the incumbent LEes and the advanced services affiliates.
Cnder 47 e.s.c. § 252(i), "[aJ local exchange carrier shaH make available any intcrconnection,

\0



service, or network eicment provided under an agreement approved under [sectlon 252~ ... to
any other requesting telecommunications carrier upon the same tenns and conditions as those
provided ir. the agreement" See also 47 C.F.R. § 51.809. Thus, iftenns and conditions for
AS1's Interim Line Sharing were pUt in a state-approved interConnectlon agreement, it would ~e

argued that section 252(i) would require SWBT to offer this amngement on a nondiscriminatory
basis. Under that view, Interim Line Sharing would cease to be "exclusive" and
"discriminatory," as the CommISsion intended. Moreover, applyin~ section 252(i) would
effectively require SWBT to provide generally available line sharing arrangements - which the
Merger Order expressly did not do. See Merger Order fl477 ("We reject the suggestion of
several carriers that we require the merged firm iO make lme sharing ay;lila'cle immediately to
comperito!"s.... We fmd it more suitable to address these complex issues In the context of the
ongoing industry-wid!: rulemaking [on line sharing] rather than this merger proceeding."),-4

Paragraph 466 of the Merger Order confirms that Interim Line Sharing is not to be
included In interconnection agreements with advanced services affl1iates. This paragraph
provides in ·part: "(T]he interconnection agreement (berween an SBC incumbent LEe and its
advar.ced service affiliate] itself wiD be made pUblicly available pursuant to the requirements of
section 252, and SBCfllJneritech must provide all . , . services and facilities [available to the
advaIlce services affiliatc under the interconnection agreementJ to unaffiliated parties on a
nondiscrimina[o!)' basis" (emphasis added). Since Interim Line Sharing is, by defInition, an
"exclusive" alld "discriminatory" arrangement, including terms and conditions for Interim Line
Sharing in intercor.nection agreements with advanced services affiliates would create a tension
with paragraph 466.

Conversely, paragraph Sa of the Merger Conditions indicates what arrangements should
be induded in incumbent LECJseparate affiliate interconnection agreements. Specifically
referencing 47 U.S.c. §§ 251 and 252, paragraph Sa provides that the agreements should contain
"ter:ns, cO:laitions and prices for the provision of interconnection, telecommunications services,
and networi<. elcmer.tS Lltat the affiliated incumben[ LEe .;hall provide to the separate Advanced
Services a:filia!c," and that these tenns. conditions. and prices will be subject to the pick.and
choose rule of section 252(i). Merger Conditions f Sa. Interim Line Sharing does not fit within
rhis language. [nterim Llne Sharing is not a form of interconnection, a telecommunications
s~rvicc. or an unbundled network element ("UNE"). It is, as the Merger Order explains, an
:lITangemen[ that "allows twO different service providers to offer services over the same line,
with each provide. u[llizmg different frequencies to transport voice or data over that line."

, The Stricklmg L~tter (~t :l 0.6) ac:know1edses thac section 152(I)'S pick-and-cnoose rule would not apply to Interim
:"ine Shllrin~ arran~ements, but sugg~sts that this is due 10 technical feasIbility issues. Mr. Strickling's letter mLSse.
the POint rhalthc Merger Conditions do nOI require sac incumbent LECs ever to provide line sharing to unaffiliated
C:lIners. even Ifil IS ~echnlcall)' feasible. Merger Order fJ 477. As paragraph 4n( 1) ofthe Merger ConditIOns
explaIns, the condItions established a ·1ran.sitionaJ'· pricing mechanism in lieu ofacrualline sharing, with the
dUrlnlOIl ofth.s tmnsilional mechanism being "dependent upon .....hen th~ Commission requires SBCfAmemech to
provll::<: line sharing 10 unJ.ftiliared lelecommuOIcanons C3rT"lers:' Only the Lifte Sharing Order - not the Merger
Conditions - would SUppOI"': a requirement actually to provide line sharing 10 CLECs once it becomes technically
feaSIble. ThIrd Repon and Order. Deployment of Wire/me ServICes OjJertllg Advanced Te{ecomm~I1ICaltons

C"pabrl/~L. CC Docker No. 98-147. FCC 99-J55 (reI. Dec 9,1999).
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\1erger Order (" 365 0.681. Although the data ponion of a line was defmed - subsequent to t::'e
Merger Order and the filing ofASI's intercormection agreement - as a network element that m:l.St
be unbundled under section 251. Line Sharing Order" 25, this is not wh2.t the Merger Oreer
requires. Interirr. Line Sharing does not give SEC's advanced services affiliates lr.\TE-type
righ~, see 47 C.F.R. § 51.307-51.315, and Interim Line Sharing is no: priced at l'NE rates, see
Merger Conditions ~ 8b. Likewise. as explained above. lnterim Line Shar'.ng is not subject to the
pick-and-choose requirements of section 252(i), which paragraph 54 incorporates by reference.

The fact that Interim Line Sharing is not included m interconnection agreements does not
mean that it is exempt from public disclosure. Paragtaph 3d of the Merget.Conditions speaks of
recording the separate affiliate's exclusive use ofthe incumbent LEC's equipment "under a
written agreement," without suggesting that this "written agreement" must be an intercoIUlectior.
agreement approved under sections 251 and 252 of the 1996 Act The Merger Order further
explains that an SBC incumbent LEe "will conduct all transactions with its advanced service~

affiliate" - other than facilities and services covered by an interconnection agreement - ';on an
arm's length basis, with transactions reduced to \Vl'iting and timely posted on the company's
Internet website in accordance with the Commission's [Non-Accounting Safeguards} rules."
Merger Order ~ 466 & n.857; see also Merger Conditions ~f. 3 & 3i.

sac has complied with its disclosure obligations in Kansas and other states by mak.Jng
affiliate agreements publicly available, as can be seen by revieWIng the AS! affiliate agreements
on SBC's website. See <http://www.sbc.com/PublicAffairslPublicPolicylRegulatory/AdvSo}·
Telephone.htrnl>. But as the above analysis shows, nothing in the Merger Conditions requires
that lr.tenm Line Sharing arrangements must be mcluded in interconnection agreements between
SBC's advanced services affiliates and incumbent LECs. The assertion that SBC may have
failed to "com?l(yj with the express terms of the Merger Order," January 13 Letter at 2. is
unfounded.

2. Terms and Conditions for CLECs' Surrogate Line Sharing

Surrogate Line Sharing arrangements likewise do not need to be included in the
ASllSWB1 interconl1ection agreement. That would be facially nonsensical. for SWBT provides
Surrogate Line Sharing to CLECs. not to AS!. sac has satisfied the Merger Conditions by
incorporating terms and conditions for Surrogate Line Sharing into the ASVSWBT agreement by
reference. and making CLECs a direct offer to include Surrogate Line Sharing in rhejr
mterconnection agreements CLECs thus have full'notice of this arrangement, as contemplated
by the Commission.

While Interim Line ShAring is an exclusive relationship between the SBC incumbent
LEes and their advanced services affiliates, the Merger Conditions ensure unaffiliated advanced
services pro.. iders "a benefit comparable" to Interim Line Sharing: a 50-percent, Surrogate Line
Sharing discount on charges for full unbundled local loops that are used to provide data services
to customers of sac incumbent LEe voice-grade services, in a manner that would be compatible
with iine sharing. Merger Order llJ 329; Mer&er Conditions ~~ 8, 14. The discounted Surrogate
Line Shar:ng Chd.rge makes up. in a competitive sense, for unaffiliated providers' inability to
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share lines with the SBC incumbent LEe. This discounted charge puts unaffiliated pro'viders or.
a :evei playing field with SBC's own advanced services affiliate, which pays the incumbent LEe
the same charges as compensation for its right of Interim Line Shanng. Merger Condnions
ffi 369-370.

The Merger Conditions state that interconnection agreements should include terms and
conditions for items the incumbent LEC "shall provide to the Separ.ste Advanced Services
affiliate." Merger Conditions ~ Sa. Since the advanced services affiliate does not use Surrogate
Line Sharing. :enns and conditions for Surrogate Line Sharing were not explicitly included in the
ASVSWBT interconnection agreement. At the same time. however, p~~ph 8b provides that
Surrogate Lme Sharing Charges - which detennine what !he affiliate will pay as its Interim Line
Sharing Charge - should be '-establish[edJ and ma[dJe available" through interconnection
agreements wit.'1 affiliated as well as unaffiliated advanced services providers. SWBT and ASI
have complied with this requirement in Kansas and other states.

With respect to unaffiliated advanced services providers, SWBT (and other SBC
incumbent LEes) issued an announcement on October 27, 1999, explaining what the Surrogate
Lme Sharing discounts are and how CLECs can obtain them. A copy of SWBT's electronic
letter :s provided as Attachment 1. This notification fulfilled SWBT's obligation, under
paragraph 14 ofme Merger Conditions, to offer ~e Surrogate Line Sharing Charge discounts for
inclusion in CLECs' interconnection agreementS,' Given this direct notification. it is not
necessary for CLEes (or the FCC) to rely upon the ASVSWBT interconnection agreement as a
fo:m 0:indirect notification.

The ASJ interconnection agreements. including the agreement filed with the KCC on
October 5, 1999, likewise comply with paragraph 8b. Although the Kansas agreement does not
demil the Imenm or Surrogate Line Sharing arrangements for the reasons explained above, the
fu:l :enns of the Me:ger Conditions are incorporated by reference in section 1.2 ofAppendix
FCC Merger Conditions This includes the peTc~ntages for calculating Surrogate Line Sharing
Charges given in paragraph 8b of the Merger Conditions. which can be applied to the lowest
arbitrated loop prices in the State of Kansas (which may change from time to time, but are a
matter of public record). Appendix FCC Merger Conditions to the Kansas Agreement is
prOVided as Attachment 2 hereto.

3. Clarifying Changes to the ASI Interconnection Agreements

As explamed above, SBC already provides the full measure ofpublic disclosure
contemplated by the Merger Conditions. There is no merger violation or enforcement issue,
IT.uch less a question of withholding infonnation that might be useful to CLECs. as suggested in
the January 1.3 Letter (at 1).

! sac aho offers interested CLEes a mulu-state. generic Interconnection agreement that contains terms and
condItions for the Surrogate Line Sharing Discount. See Merger Conditions ~ 44 ("Multi-State IntercolUleetion and
Resale Agrccrncnts··).
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~one!he1ess. both the January 13 Letter and the Strickling Lener raise a poiicy con::crn
regarding inclusion of additional terms and conditions - ' ....hich are already found in ASI's
affiliate agreementS, CLECs' interconnection agreements. and the Merger Conditions - in ASt· s
interconnection agreements as well. Because ASI's interconnection agreements v.'ith SBC
incumbent LEes generally were filed with state commissions prior to. release of the final Merger
Conditions on October 8, 1999, they incorporate by reference, rather than reciting, the specific
tenns for calculating Surrogate Lin~ Sharing Charges that were sub:o<!quently set forth in the
Commission-approved Merger Conditions. Yet SBC has committed, even before receiving the
January 13 Letter, to amend approved AST interconnec.ion agreements to include the Surrogate
Line Sharing Charges that the SBC incumbent LECs offer unaffiliated £L~Cs in appiicable
areas. 6 These are the same charges that ASI will be paying for its Interim Line Sharing, as the
amended agreements will state. The ASr interconnection agreements also will be amended 10

include a description ofInterim Line Sharing. This new language will make clear that Interim
Line Sharing wilt be provided outside the ordinary section 251 and 252 processes. on an
exclusive basis, and without pick-and-choose rights under section 252(i), as noted in the
Strickling Letter (at 2).

>Io similar tlmendments are necessary in the five Ameritech states. The SBC advanced
services affiliate in those states (Ameritech Advanced Data Services ("AADS")) purchases stand
alone unbundled loops from the SBC incumbent LEes and does not engage in Interim Line
Sharing;. See Mer;er Conditions ~ 14a. For the Staff's reference. a copy of the AADS
interconnection agreement for Michigan is available at
<http:(fwVorw.ameritech.com!corporateJregulatory/index.html>.

Conclusion

The ASVS\VBT interconnection and affiliate agreements. and SWBT's Surrogate Line
Sharing oiTer.llgs for CLEes, represent successful implementation of the Merger Conditions.
Thert! is no violation oflhe Merger Conditions and no issue that warrants further consideration
by th~ Enforcement Bureau.

E The ASl scates are Arkansas. Calitomla. Connecl:cut. Kansas, Missouri, Nevada. Oklahoma, and Tei\as. In Texas,
nO\llc"er. ASI hus opred inro the standard Texas 271 Agreement ("-:-2A"), iU'ld will mclude appropriate languag::
rC:~i1rd,"g Surro~atc Line Sharing as pan of a broader contract amendment to be filed in the furure.
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At:t:aC:XCler.c

Accessible
@ Southwestern Bell

"Notification o!Promotions Related to tbe SBC/Ameritech Merger - Arkansas, Kansas,
Mjssollri, Oklahoma, Texas"

--- -
Date' October 27, 1999

Number: CLEC99-157

Contact: Southwestern Bell Account Manager

As a condition of ex.ercising the FCC's grant authorizing lhe SBC and Ameritech merger, the
SBC/Amentech incumbent LECs are required to comply with several merger conditions.
D~$cribed herein. arc more details offj"c (5) promotional offerings made on October 15 related
to the merger conditions. This document is a summary of this promotion. The FCC Conditions
represent the legal offer of all promotional discounts. Consult the CLEC Handbook for
infonnation on how to order this. and all other promorions related ro the SBC/Amerirech merger.
Fc,r further information please access our web sire: https://cJec.sbc.com (click on SBCIAmerirech
Mer/{er fnjormarion. enter ID/Password).

I. Promotional Discount for Resale

SBClAmeritech will pro,",rde a promotional residential discount rate in accordance with the
SBClAmeritech Merger Conditions filed at the FCC in Okt No. CC 98-14l. The Residential
Promotional Discount will begin l'oovember 7. 1999. To participate in the SBC/Amerirech
Promotion;)} Discount program. a CLfC wi!! need to have a ne~ contract in place, which
Includes this promotion. or a CLEe will need an amendment to its current interconnection
agr~em~nt with SWBT, Pacific Bell, Nevada Bell, and/or SNET as appropriate.

The Residential Promotional resale discount rate is 32 percent off of the retai} rate. This is a
promotion aimed at new end users, and the CLEe's existing residential end users are not eligible
for this promotional discount. The Promotional rate will be available for each end user for 3
yeilrs from rhe date the residential class of service is started, or the period during whIch the
resold service remains ar the same servIce location and for the same CLEC. whichever is shorter.

Th~ Promotional Resale Discount applies:

t. to new residence class of service access line orders placed during the offer period. To receive
the discount the line is ordered as a separate line and not as a bill on or bill with.

2 to the new residence services and products available for resale and purchased for the
promotional discounted residential class of servIce access line during the offer period.
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The 32% discounr will contInue to be offered for new end users until SBClAmemech meets
Merger commitments and benchmarks on a state by state level. A modified promotional discount
of 1.1 times the state approved resale discount will replace the 32% resale discount and become
effective for qualifying CL.EC residential end userS in the course of the'promotion.
SBClAmcritech will send subsequent accessible letters advising you of the changes.

To request access to the Resale dis~OI.lDt promotion. a CLEC ml15t~

amend their existing Interconnection Agreement with appropriate language from the
"Appendix FCC Merger CondItions." An order form i~ available at our web site
https:llclcc,sbc.com (click on SSCI.Amerilech Merger Information. enter !DIPassword. click
011 Amendmenr Request Form).

2. request the Resale Promotion discount on the order (if desired).
3. on a quarterly basis, certify to SBC/Ameritccn and the appropriate state commissions that the

promotional discount is being used accordance with the FCC's Proposed Merger Conditions.

Additional Information for the Resale Promotion

The requests, for new promotional discounted residence class ofservice access lines, are to
be placed as a separate Iine order and not as a bill on or bill with. If more than One line for
the same end user is being requested during the resale promotional period, then these
promotional discounted lines may be billed l.ogether.

2. Additional listings are not included as a part ofthe promotional offer.
3. The FCC Conditions represent the legal offer of all promotional discounts. Consult the

CLEC Handbook for infonnation on how to order this. and all other promotions related to
the SBC/Ameritech merger. Please visit our web SIte at https·llclcc.sbc.com where a
complete copy of the merger conditions. contract language and an order form is available.

II. Promotional Offering for UNE Platform (t;NE-P)
(Southwestern Bell, Pacific Bell, and !"ievlldlll Bell only. SNET's IT]I.''E-P offering will be
covered under a !eparate Accessible Letter Dotification}.

SBCIAmemech wjll provide a promotional offering for UNE-P to enable the
tel~communications carriers to provide residential POTS service and residential Basic Rate
Interface lSDN service. The official terms and conditions under which the platform will be
offer~d are specified in the FCC Conditions.

The promotional offering will be a.vailable to CLECs on 1'ovember 7, 1999. The FCC
Conditions are the primary source document for these conditions. However, in general, the
promotional offering period will end at th~ earlier of the following:

• Three years after the commencement of the Offering Window period (i.e. November 7,

2002}.
• The month fo}jo~ing the date when the sum of resold lines in service at the Promotional

Resale Discounts plUS the quantity of Promotional End-to-End Combinations in service
rea.ches tne m2:11.imum allowable quantity set forth for each state.

, 2 '
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For each promotJonalllNE·P ordered, the lenn of the discount will be 3 years. For example. If a
CLEC orders promotional lINE-? at the end of year two ofthe promotion, they would receIve
the discount for the following 3 years.

The Promotional UNE Platform Offering Includes End-to-End Combinations of:

• Residential POTS service.
• Residential Basic Rate Interface (SRI ISDN).

--
The price for the promotional UNE platform shall be negotiated or established by the appropriate
state commIssion in accordance with the pricing rules that apply to UNEs pursuant to 47 V.S.C.
& 252 (d)(l). The promotional UNE platform shall not be available in combination with
~mbundled loops obtained under any other promotion, including the Promotional Discounts on
unbundled local loops.

To request tbe promotional lorNE Platform offering, CLEes must:

I. Am~nd their existing Interconnection Agreement with appropriate language from the
"Appendix FCC Merger Conditions:' A.n order fonn is available at oW' web site
https:flclec.sbc com (clickolt SBCIAmeriter:h Merger Tn/ormation, el1cer JDIPQssword, click
an Amendmenl Request Form).

..,. RequeST the Promotional lINE Platform offering on the order.
3. On a quanerly basis. cerrif)' to SBCfAmeritech and the appropriate state commissions that all

promotional UNE Platforms provided are being used in accordance with the FCC's Proposed
Merger Conditions

Ill. Promotional Discount for Basic Unbundled Residential Loop

Sl1CJl\meritech will provide promotional rates for access to unbundled 2-Wire Analog Loop(s)
for use by CLECs in providing local service lo residential end users, The terms and conditions
under which the discount will be offered are specified in the SBC/Amerttech Merger Conditions.

The discount offer will be available to CLECs on November 7, 1999. The period during ""hich
CLECs may order residential loops at the discount will vary by state jurisdiction and is
dependent on salisfaction of certain conditions set forth In the merger agreement between
SBC/Ameritech and the FCC. The FCC Conditions are the primary source document for these
conditions. However, in general, the promotional discount period will end at the latter of the
followmg:

• two years following the Merger Closing Date (i.e. October 8,200 I);
• sac begins providing in-regioTi interLata long distance service; or
• SBC initIates national local services 10 residential customers in each of 15 out-of-region

markets.
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In addl\lOn, the promotion may end once each state processes orders for a specified number cf
loops using the discount.

for each loop with a promotional discount, the term of the discount will be 3 years. For
e:tample, if a CLEC orders a loop at the end of the two-year promotion. they would receive the
discount for the following 3 years. AI the end of3 years. the loop discount will be removed. to
be replaced by contract fates then in effect.

The Promotional Discount applies:

I. to Residence Loops only.
to loops ordered after the promotion begins.

3. to monthly recurrjn~ charges only (non-recurring charges remain the same)
4. for UNE 2-wlre analog Joops only used for CLEC end users (not DSL loops).
5. for a maximum of three years, or when the Joop is terminated, whichever occurs first.
6. to the basic loop UNE only.

PTiciug

Attachment C of the FCC Conditions contains the prices, by state and by zone.

To request access to the discount promotion, CLECs must:

I. amend thetr existing Interconnection Agreement with appropriate language from the
"Appendix FCC Merger Conditions." An order form is available at our web site
https:/lc.:Iec.sbc com (click on SBClAmeruech Merger In/ormarion. enter IDIPassword, click
on Amendmenr R~q'lle.sl Form)

2. request the residence loop dIscount on the order
3. on a quarterly basis. cenify to SBCIAmeritech and the appropriate state commissions that all

unbundled loops provided with the promotional discount are being used in accordance with
the FCC's Proposed Merger Conditions.

IV. Discounted Surrogate Line Sharing Charges

SSC's incumbent LEes will offer the Surrogate Line Sharing discount for ONE local/oops in
accordance with paragraph 8 (Provisioning lnllmm Line Sharing to the Separate Advanced
Services AffilIate) of the SBClAmerltech Merger Conditions. The effective date for this discount
is October 22. 1999. and this discount will last ulltil SSC's incumbent LECs begin providing line
sharing to unaffiliated providers in that same geographic area. This discount is for ADSL I local
loops only and will be ilpplied as follows:

• discount 50% of the lowest monthly recurring charge per zone per state
• discount 50% of the lowest non-recLJrrjn~ [ine or servIce connection charge per state

I for any othcr tcchnoloGY. lhe: separate Advancecl S~vice.. affiliate may meet t.lt~ compilibiht)' stanclard by showml;
!h~t lhe: technolo8) (i) would be ~mpallble with 1he Incumbent LEe's voice ~rade service anel (ii) IS compatible ""ith
the filtu$ specI[jed in Anr.o. li to ANSI standsrd 11 4l3·t99S .
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• bill 100% of the loweSt nonrecurring service order charges (i.e., there IS no discount for
service order charges)

The discount is only available where the SBCJAmcntech incumbent I,EC either provides Interim
I,ine Sharing for new activations of AOSL service to a separate Advanced Services affiliate or
utilizes Interim Line Sharing to provide new activations of ADSL service provided by the
incumbent LEC in the same serving wire center as the unaffiliated provider's Advanced Sen ice.
A list of SWBT. Pacific Bell, Nevada Bell, and SNET wire centers that qualify for this discount
can be found at the folJowmg URL address: hn:ps·'lclec.sbc.com .

Providers of Advanced Services must satisfy the following conditions to qualify for the discount:

Providers of Advanced Senrices must amend their existing Interconnection Agreement Wjth

the appropriate language from the "Appendix FCC Merger Conditions" An order form is
available at our web site: https:llclcc.sbc.com (e/ick on SECIAmerilech Me"gerZnjormation.
enter IDIPas.swo,.d. cliclc on .4mendmenr Request Form).

2. Providers of Advanced Services must purchase the unbundled local loop to provide
Advanced Services only and must not use the unbundled loop to provide any voice grade
service;

J. Providers of Advanced Services are serving an end user customer to whom the incumbent
LEe provides voice grade service, on either a retail or wholesale basis, at the same premises;

4. Providers of Advanced Services are serving within a spectral mask that would. if line sharing
were available, be compatible with the incumbent LEe's voice grade service and the filters
used by the incumbent LEe to provide Interim Line Sharing; and

5 Providers of Advanced Services must on a quarterly basis. certify to SBC/Ameritech and the
appropTlate State commission that they are using alt unbundled local loops provided at the
Surrogate Line Sharing Charges in accordance with the FCC's Proposed Merger Conditions.

To obtain lhe Surrogate Line Sharing charges. a telecommunications carrIer must provide written
f\OltficahOn to SBCiAmcrilech identifying the;; unbundled loops that it is using or will use to
provide a qual ifying Advanced Service. For unbundled loops ordered on or after October 22.
19Q9. such notitication must be provided on the Local Service Request (LSR) at the time the
order is placed per the ordering instructions located in the CLEC Handbook
(hnps:/lclcc.sbc.com). For unbundled loops in service prior to October 22, 1999, the Surrogate
Line Sharing Charges win only apply to unbundled loops for which such notification is received
by November 22, 1999. for notifications received by November 22, 1999, the discount will be
appfled retroactive back to October 22. 1999. A separate form is attached as a template for
Providers of Advanced Services to complete and certify any embedded base customers that
qualify for the surrogate line sharing discount. Please return the completed fonn to your
Accoum Manager This form may be returned by mail or email. (Note: please return thisform
ajrer .Hgnillg the Appendix FCC Merger Conditions)

V. Advanced Services ass Discounts

SBC/Ameritech will. subject to telecommunicatIons carrier's qualification and compliance with
the provisions of the FCC ConditIons, proyjdt: telecommunications carrier a discount of 25%
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from recurring and nonrecurrmg charges (mcluding 25% from the Surrogate Line Sharing
Charges, if applicable) that otherwise would be applIcable for lJnbundled local loops used to
provide Advanced Services in tht same relevant geographic area under the conditions and for the
period oftime outlined in the FCC ConditIons. SBC/Ameritech shall make this ass discount
available November 7, 1999, and the discount shall continue until SBC/Ameritech has developeci
and deployed OSS options for pre-ordering and ordering xDSL in satisfaction of the FCC s
Proposed Merger Conditions.

Telecommunications carriers must satIsfy the following conditions to qualify for the discount'

the telecommunications carrier must amend their ex.isting InterconneetioA-Agreement with
the appropriate language from the "Appendix FCC Merger Conditions," and

2. the telecommunications carrier must order an unbundled local loop in accordance with
normal ordering procedures to provide Advanced Services. such as an xDSL compatible
loop.

As this discount is applJcable to all Advanced Services. upon receipt of the CLEC' s signed FCC
Merger Conditions Amendment. SEC will aUtOmatically apply the OSS discount to the
Advanced Service accounts and orders

Like the telecommunications carrier tha.t receive the Surrogate Line Sharing discount.
telecommunications carriers that obtain ass discounts on unbundled local loops shall, on a
quarterly basis, certify to SBCIAmeritech and the appropriate state commission that all
unbundled local Joops on which they are receiving the OSS discounts to provision an Advanced
Sel"',IJce is being used in compliance with the provisions of the FCC's Proposed Merger
Conditions.

A.clditiollal Information:

This document i5 a summary of these promotions. The FCC Conditions represent the terms of
the legal offer of all promotional discounts. Consult the CLEC Handbook for infonnation on
how to order promotions related to the SBClAmeritech merger.
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